There is a tendency of increase and change in the structure of demand for the products from agricultural sector in the modern global environment. 
Introduction
The Republic of Serbia is very suitable for agricultural production: large and highquality areas of arable land, favourable climate conditions for all agricultural crops, The absence of clear state strategy for agricultural sector development is obvious in the agricultural policy after the year 2000. The institutional and legislative reforms have been initiated but not finished yet. The insufficient budget resources caused the inability to solve the problems in the field of stimulating rural development and financing of agriculture. The budget for agriculture is significantly lower than the needs, with 4% average participation for the period from 2010 to 2016. Plant production had 66,6% share and cattle production had 33,4% share in the total value of agricultural production in 2016, while the ratio of plant and cattle production is reversed in the developed EU countries, which points to a high share of production with low added value, that is, low level of processing. Although the sector of agriculture shows a surplus in foreign trade, there is a great potential for export structure improvement and increase in the value of agricultural commodity production, both by the agricultural enterprisers as well as agricultural holdings.
The aim of this paper is to point out the necessity and possibility for agriculture sector competitiveness increase, both for enterprises as well as individual agricultural holdings. Regardless of the numerous traditional weaknesses, the participants in the agricultural chain should use the global increase in the demand for agricultural products in the future. The prerequisite for this is market orientation of the agricultural sector based on the sustainable management of natural resources and environment protection.
Competitiveness factors in the sustainable development of agriculture
The issues of competitiveness improvement in the national economy are given considerable attention as one of the key strategic tasks of every country. The competitiveness level of the national economy and its business entities tell us about the ability of the country for goods and service production in the competitive conditions, the realization of which increases the level of the living standards for the population and the opportunity for long-term sustainable growth and development. Competitiveness analysis offers the answers to the questions why the economy of a certain country is more or less successful than the surrounding countries, as well as on a wider scale. There are a number of indicators of the competitiveness level of the national economy, such as world market share, export or level of national income per capita. The task of the state is reflected in the creation of the favourable macroeconomic business conditions that lead to the growth of the competitiveness of individual enterprises, branches and the entire national economy.
According to Porter (2008) , the key competitiveness factor is productivity, but it is also influenced by the macroeconomic environment, economic policy of the state, workforce costs, natural resource availability, differences in the types of management and the relationships between the management and workers. Kuznecov (2005) thinks that competitiveness is determined by the quality of the economic institutions and their contribution to the formation of the favourable business conditions on one hand, and the ability of the companies and branches to use these conditions for sustainable competitive advantage creation and development on the other hand. Due to all the above mentioned, the formation of high-quality and efficient institutions that rely on human capital and foreign technology attraction is one of the successful ways of solving the problem of sustaining the macroeconomic dynamics.
The differences in the economies of individual countries in their cultures, population, infrastructure, the way they manage the national values, even in history, influence the level of company competitiveness as well as the entire economy in different levels. Despite the increasing influence of the globalisation process, national competitiveness is determined by a set of factors which depend on the specific, local conditions (Porter, 2008) . But large share of these factors are influenced by the state with its policies, measures and institutions.
The term competitiveness is defined in the Global Competitiveness Report as a set of factors, policies and institutions which determine the productivity level in a country (World Economic Forum, 2006). OECD defines international competitiveness as a measure of advantage or disadvantage of a country from the aspect of the placement of its products in the international market. Garelli (2009) defines competitiveness of a country as a field of economic theory which analyses the facts and policies that shape the capability of a country to create and maintain the environment which creates values for the companies and prosperity for its population. Porter (1990) defines competitiveness as the national economy capability to use natural resources, physical and human capital. He integrates these factors into a homogenous unit because it is impossible to become and remain competitive in the long-term period at the national or global level unless there is a clearly defined strategy of natural resource usage, as well as macroeconomic policy which has to follow, and it should be aligned with the goals given in the strategy. Rosic and Veselinovic (2008) think that the competitiveness of a national economy is not an isolated phenomenon but an interdisciplinary phenomenon that arises from both internal and external environment.
According to the New Global Competitiveness Index (NGCI), not all the countries are identical in their starting positions in the international competition, and therefore they also have different starting points in achieving competitiveness. According to this parameter, the competitiveness level of a country is determined by the action of three factors (Savic, 2010), and they are: succession, macroeconomic and microeconomic competitiveness. There is a relatively solid natural resource potential in Serbia which can be a good foundation for the economic development in the future. However, so far EP 2018 (65) 1 (187-200) Dušan Aničić, Miloje Obradović, Svetlana Vukotić the economic policy has not paid enough attention to natural resources, and therefore its macroeconomic results are among the weakest ones in Europe.
Nowadays, the agricultural producers in Serbia face different business conditions that are reflected in much more competition in the local market on one hand, and open possibilities for exit into large international markets such as EU or Russia on the other hand. The exit into foreign markets is possible if the products are competitive compared to foreign producers. This competitiveness should not be based on low input price alone, but on modern knowledge and innovation application, that is, synergistic effect of all the competitiveness factors as well.
Although many strategic documents point out a great importance of agriculture and rural areas, the state and local governments have not yet created sufficiently encouraging social and economic environment for rural and agriculture development, especially in certain regions and areas of the Republic of Serbia. There are still many weaknesses present, from unfavourable age structure, out-dated machinery, unregulated market of agricultural products and insecure placement, insufficient irrigation, underdeveloped rural infrastructure, price disparity, etc. The development of SMEs sector and entrepreneurship in agriculture could largely reduce the above mentioned weaknesses and turn them into development opportunities for our country. This can be said especially if we bear in mind the tendency of increasing demand for (organic) agriculture products, rural tourism development, European integrations as well as the announcement of the larger support of the state for the development of this sector.
The development of modern agriculture demands knowledge and innovations in a number of areas (Asenso-Okyere, Davis, 2009), from technology, development of modern institutions, appropriate and timely agricultural policy to organisation (public and private groups and companies which have to innovate in order to become more efficient and more effective in the services they offer). Intensive inclusion of Serbia in international integration processes imposes an additional need for companies and other subjects of agricultural economy to create and carry out knowledge transfer in order to build, preserve and strengthen the competitive advantage. Knowledge as a source of innovation and successful adaptation to the changes in demand by increasingly demanding customers represents the key determinant for successful dealing with competition, preservation of the existing as well as the conquest of new markets (Vasiljevic, Savic, 2014).
The competitiveness of Serbian agriculture is mainly based on cheaper production factors when compared to other countries (land, workforce...), and that it results in the provision of competitive prices for food and agricultural products. However, the permanent sources of competitive advantage must be found in other areas, primarily in knowledge application and innovations. The success of the company depends on the level of the available knowledge, the way the knowledge is applied and the speed it acquires new knowledge. The traditional factors of production in agriculture (land, workforce, capital) are of secondary importance. The goal of knowledge management is to transfer the information and intellectual knowledge into sustainable value. The efficient system for knowledge management in agriculture provides the outputs in terms of technology, software, trained professionals, information and other elements necessary for a continuous development of agriculture. All the participants are both the source and users of knowledge and information simultaneously, so that the knowledge from other areas has growing importance in successful business of the people from the sector of agriculture (Engel, 1990 ).
According to Stefanovic and Brocic (2012), there are tendencies nowadays, at the global level, encouraging more coherent development and increase of food production, as well as fast, rational and organised distribution of agricultural and food products all over the world. The economic theory explains that the larger share of agricultural and food products export in the total export of the country points, as a rule, to its lower economic level. However, the export of agricultural products is a very important item in foreign trade balance in some of the developed countries of the world (Holland, Denmark, France etc.). Byerlee et al (2009) point out that every country should recognise multiple functions of agriculture and its influence on the total economic development.
The importance of agriculture in the EU can be understood on the basis of several information that illustrates the role of this sector in the economy of that community. Thus, for example, agriculture and food industry provide over 15 million work places in the EU, that is, 8,3% of all employed citizens of the Union. This percentage varies considerably among different countries: in the "old" EU members (15 industrially developed countries of the western Europe) the average value is 4%, whereas in the "new" EU members (Romania, Bulgaria, Slovakia, Hungary) more than 12% of the total workforce works in agriculture and food industry (Vapa-Tankosic, Stojsavljevic, 2014).
Gulan (2016) expects that agriculture brings economic development, that it increases gross domestic product and that it is the backbone of the overall economic stability. Agriculture is a real economic field which directly brings almost 15, and indirectly even up to 40 per cent of domestic product, while it takes part in the export of the country with cca 23 per cent. This is the reason to encourage the development of agriculture in order to maximally valorise natural, human and processing capacities which are used only with a third of possibilities. The effective usage of agricultural potential is possible if small agricultural producers are connected to the markets in such a way to achieve a larger profit and other benefits (Zakic et al, 2014).
The role of the state in agriculture development is reflected in the definition of the frame for political and institutional changes which contribute to more efficient development of agricultural sector and the increase of the living standard of the population from the rural areas. Agriculture needs a stable and efficient long-term policy which will give successful answers to both internal and external challenges, such as (Strategy, 2014):
• The need to reduce the lagging process in technological development compared to the competitive countries and enable more efficient facing of the agricultural sector with the climate change effects;
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• The necessity to increase food chain efficiency, and agricultural and food sector competitiveness;
• The provision of stable income and business environment for farmers and other entrepreneurs;
• The achievement of economic, environmental and social goals of sustainable development, where multifunctional agriculture and rural tourism have a special place;
• The willingness to meet the demands which come out of the EU and World Trade Organisation accession process.
The development of agriculture should be based on the concept of sustainable development with environment protection and sustainable management of natural resources. There are indisputable opportunities for a large increase in production volume and competitiveness increase in Serbia not only in the local-regional but also in a wider environment.
The potentials of agriculture and the results achieved in the period of transition
The level of development achieved by agriculture in Serbia is the result of the situation which followed the period after the war and agricultural policy conducted during the period of transition. The development of agriculture was mainly based on the social sector, through agricultural cooperatives and large agro-industrial companies. Agriculture was neglected during the entire post-war period in comparison to industry and other areas of economy, especially through price disparities at the expense of agriculture which remain even today. A slower growth of agriculture is also the result of inconsistencies in formulating and implementing the concept of development and neglect of the private sector in economic policy. Regardless of such a situation, the significance of agriculture in the foreign trade balance of Serbia and in the total employment should be emphasised, considering the problems of the country's indebtedness as well as a high unemployment rate (Anicic et al, 2016).
Disregarding a great influence of agricultural sector, there is still not social and economic environment sufficient enough for the development of rural areas and agriculture, especially in certain regions and areas in the Republic of Serbia (Ristic, 2013). The level of development of agricultural sector has not even close to be achieved, nor the possibilities for integral long-term development of agriculture and rural areas and their contribution to the development of the local economy and society. Primary agricultural production is not functionally connected to the other sectors of the economy such as processing industry, trade, tourism, water management, forestry, education, health care, etc. Developed agriculture in rural areas raises competitiveness of the entire local economy and it is a holder of employment for the population of those areas.
On one hand, Serbia possesses great comparative advantages for the development of agriculture, such as the fertile land, tradition, other natural resources, favourable climate conditions, etc; but there are numerous weaknesses preventing the above mentioned advantages from the efficient usage on the other hand. They are, among others, out-dated machinery, unfavourable age structure, uncertain placement of the final products, price disparities at the expense of the agricultural products, insufficient area under irrigation, etc.
The share of the agri-food products in the foreign trade exchange is cca 23% when it comes to exports (Table 1) , although imports are rather high in this sector during the observed period, and they range from around 8% in the total import to the entire 11,9% in 2015.As for exports, there are great possibilities for export structure improvement in terms of higher share of final processing products with higher added value in comparison to the primary products. It is a characteristic of import to often use the products of auspicious quality and lower price although we have surplus in production in the local market (meat, milk, certain products in olericulture, etc). Business entities in the sector of agriculture as well as agricultural households have to accept the principles of market and entrepreneurial behaviour. Regardless of the existing (and future) support of the state for development and competitiveness of this sector, it will mainly depend on the entrepreneurial initiative of the business entities in the area of agriculture. New technology development, conquering new markets and work productivity increase have to be priorities over the expectations of various stimulations and encouragements by the state authorities. There is a special problem concerning these issues for family households from the area of agriculture because they have the weakest position in comparison to all the participants in production and product realisation -such as warehouses, cold storages, domestic trade chains, exporters.
Family households need support and education in terms of association (cooperatives, clusters, etc.) and the protection of the geographical origin of their products. Modern market is looking for a stable offer and continuous supply which cannot be achieved EP 2018 (65) 1 (187-200) Dušan Aničić, Miloje Obradović, Svetlana Vukotić without associations. Also, state owned agricultural land should be sold to a great extent or offered for a long-term lease to the local farmers, to be paid for through agriculture products delivery. This would be the way of achieving multiple positive effects: the land would be used in a more efficient way, the young would remain in rural areas, the pressure of cheap workforce in large cities would be reduced, etc.
The characteristics of the agricultural policy since 2000 until now are the absence of a clear state strategy in the development of the agricultural sector. Institutional and legislative reforms have been started but they have not been completed. Insufficient budget resources caused the inability to solve problems in the area of encouraging rural development and financing of agriculture. Since 2005, the Republic of Serbia has been in the process of negotiations to join the World Trade Organisation (WTO), according to which it is obliged to cancel direct incentives for agricultural production. The agricultural budget is much lower than necessary, with the average share of 4% for the period from 2010 to 2016 (Table 2) . Plant production had 66,6% share and animal husbandry production 33.4% share in the total value of the agricultural production in 2016. In comparison to 2015, net index of production physical volume increased for 8,3%. Plant production was higher for 18,9% compared to the previous year, and the highest increase was in crop production 24,7%. The increase in production value was 18,8% for wheat, 35,2% for corn, 22,9% for sugar beet and 42,1% for sunflower. The value of animal husbandry production is 1,7% lower compared to the previous year, and within the animal husbandry production cattle breeding is 0,7% lower, sheep farming is 10,9% lower, but 4,5% higher in pig farming (Statistical Office of the Republic of Serbia 2017). High growth rate in 2016 is partly the result of the decline in agricultural production in 2015 in comparison to 2014 and 2013 (Table 3) . 
Challenges and development perspectives of the agricultural sector
The biggest economic problems in the way of economic growth and development in the economy of Serbia are high unemployment rate, high foreign trade deficit and insufficient investment growth. The sector of agriculture can largely change the unfavourable picture of the economy in Serbia by its resources and other potentials. It refers to both small and medium-sized enterprises in the area, as well as the family farms. Small family households with their number and economic potentials are an indispensable part of the Serbian economy, although often on the edge of profitability, and as such, they demand a special treatment within the agricultural policy.
The importance of family households is also reflected in the fact that the United Nations declared 2014 as the International Year of Family Farming. In the countries that are new EU members, family farms are recovering after a long period of forced collectivisation, and that is also the case with the family households in Serbia. The advantage of family farming is that it can adjust better to the changes in technology, economy, social and political conditions. In order to reduce price connected risks, the farmers avoid large and risky investments into a single activity. Those using credit resources do it carefully, sustaining the debt at the reasonable level in comparison to the estate and the value of the property they own.
A set of laws is in force or in preparation in the Republic of Serbia, aimed at establishing the instruments for financing and business risk management in the sector of agriculture. Some of the most important ones are the Law on Incentives in Agriculture, the Law on Financing and Securing Finances for Agricultural Production, the Law on Public Warehouses for Agricultural Products and the Draft on Commodity Exchange Law. The Law on Subsidies in Agriculture and Rural Development aims at enabling the predictability for the work of agricultural producers, protecting producers, improving competitiveness, enabling better budget resource planning and harmonisation with the EU regulations.
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Passing the law on commodity exchanges will provide the opportunity for safer daily trading and the establishment of forward market of agricultural products. That will increase the loan volume by the commercial banks for the sector of agriculture because the banks will be able to secure the value of goods as collateral for the loan according to the principle of hedging strategy and in this way, grant a higher loan amount. Agricultural production in the Republic of Serbia is significantly lower in almost all areas in terms of yield compared to the EU countries, so that it is necessary to direct the subsidies in the Republic of Serbia as much as possible to agricultural products yield and quality increase, similar to the policy of subsidies in the EU countries.
The problems that repeat for many years are mutual relationships among agricultural producers, warehouses, cold storages, exporters and tradespeople. For example, there is always a problem with raspberries and it is the share of producers and cold storage owners in raspberry export prices which vary in different periods, depending on the world prices and the yield in other areas (Poland, Chile and other countries). The producers often get the delayed data about the world prices from the associations in charge of following them. Also, there are new varieties and innovations in production which threaten the traditional ones. Hypermarkets, on their behalf, favour the varieties easier for manipulation, and the frozen raspberry market is often oversaturated because it is becoming the stock goods for processing so the low price dominates over quality.
Apple producers should take advantage of the existing situation about the increase in demand for our apples in Russia (largely due to the Russian counter-sanctions to its permanent suppliers from the EU). High profits should be used for modernisation and efficiency increase in production and cost reduction because this situation will not last for a long time due to Russia's orientation to its own production and reduction of dependence on imports.
Fattener producers are exposed to the influence of cyclic prices even more than the producers in plant production. There is also the openness of the domestic market for imports, reduction of customs duties, price equalisation with highly competitive producers from the EU, etc. A specific problem in cattle breeding is low purchase price of milk and reduction in the number of dairy cows and fatteners, so that regardless of the approved export quotas for beef meat of 8700 tons, Serbia only exports 2000 tons due to low production level. There are certainly great opportunities here to realise significant foreign exchange inflow with more efficient production because there is a demand much higher than our current production capabilities. This fact is also the proof of the necessity for the consistent agricultural policy because short-term wrong steps cause long-term losses for agricultural producers.
Desirable activities for the improvement of small family household status are vertical association (connecting producers to the market) as well as horizontal connection (interconnection of producers). Investments are necessary for equipment, machinery and facilities modernisation, as well as domestic product processing and branding with the aim of creating a product with higher added value. The establishment of market distributive centres, logistic support, the strengthening of knowledge transfer and new technology system are all necessary measures for raising competitiveness and life standard of the population in rural areas. Also, organic production is a great chance for small family households in view of the awareness about the significance of healthy food, as well as a global increase in demand for food products.
The important shift in the development of agriculture offers the financing possibility through IPARD -the Instrument for Pre-Accession Assistance for Rural Development. This instrument will help the implementation of the Common EU Agricultural Policy in Serbia. The measures of the IPARD programme for 2014-2020 policy envisage two stages, and they are: the investments in physical property of agricultural households, the investments in agricultural product processing and marketing, the investments in diversification of activities and business development within the household, as well as technical support in the first stage. Local action strategy preparation and implementation -LEADER approach -is planned for the second stage, agricultural and environmental measures and organic agriculture.
The characteristics of food industry are low level of capacity usage, and thus low efficiency. Larger capacity usage is present in meat, sugar and milk industry, while tea, mineral water, beer and non-alcoholic beverage industries use 75-85% of the existing capacities (Strategy, 2014). The characteristics of food sector is an expressed dual structure that is made up of a large number of big, modern business entities, and much more of several small and medium-sized enterprises. Small and medium-sized enterprises possess insufficient resources for investments in the latest technology, which has a negative effect on production efficiency and product quality.
Agricultural cooperatives are practically devastated during the period of transition. They were excluded from the privatisation process, but the unsolved property relations, especially the impact of the grey economy led to their collapse. This is the type of environment where cooperatives had no access to the capital market and they did not even use the incentives from the Ministry. There was a lack of cooperation as well, except in the narrow, local areas. The other associations of producers, although significant in numbers, are underdeveloped, with a low professionally level and lack of managerial staff. Consequently, these associations have a weak bargaining power due to dependence on the processing industry.
Lending is an indispensable condition for the development of small and mediumsized enterprises in agribusiness. Farmers and SMEs in agriculture have the weakest access among all sectors to financial resources in Serbia, offering a poor volume of credit products with excessive interest rates and return periods that are not adapted to agricultural production. The existing mechanisms in agricultural finances are inadequate, and changes should be made in the approach itself. It could be provided through the institutional support, share capital of banks, credit associations and leasing companies. Under the circumstances, the development of small and medium-sized enterprises in agribusiness should take place through family agriculture households According to the Business Registers Agency data (2017), the achieved rates of return on the assets engaged in agriculture sector are up to 2,6%, and they are far lower than the interest rates that excess 10% for certain types of commercial loans. In this way, the competitiveness of the economy in the international market is reduced in the long run. The situation would be significantly changed with the formation of a national development bank, which would be professionally and politically-driven, finance longterm projects important for the overall development of the economy, and it would be particularly relevant for the agriculture sector. All of the above mentioned facts indicate that the new agricultural policy must be based on modern management according to the model and experiences of the developed European countries that we strive for in our strategic orientation.
Conclusion
It is an undeniable fact that the sector of agriculture and rural areas in the Republic of Serbia possesses significant resources, both in terms of their volume and diversity. This offers great opportunities for production growth, production and service diversification, and the creation of new, innovative products. On the other hand, serious efforts are necessary for structural reforms in the sector of agriculture and rural areas, with the aim of strengthening their efficiency and competitiveness. Agricultural policy should provide a response to the influence of globalisation that exposed this sector to the fundamental changes, some of the most important being: the increase in industrial production, production differentiation, changes in food demand structure and volume, food supply chains consolidation, etc. All of these things cause a large increase in production risk, especially for small farmers and family households.
Serbia has a strategic interest in further development of the agricultural sector, from the physical growth of production volume, the adjustment to the changed market demands to the provision of competitiveness growth among all the participants in the chain of production, processing and turnover of agricultural products. The increase in the competitiveness of this sector should provide sustainable management of natural resources, poverty reduction and life quality improvement in rural areas. This is the way to reduce (prevent) negative migrations from rural areas to urban centres, especially among the younger population. 
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